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face of industry pressure to relax them and on the near-term (next two
years) evaluation of fuel  price impacts on consumer choices in car size
and in the maximum use of fuel  efficient auto technology.    Nevertheless,
work must begin now on these standards so that regulation, if required,
will  not be delayed.

Preliminary analysis  indicates much higher energy efficiency per
ton-mile for freight and per passenger mile in the railroad subsector
compared with alternative modes (other than barges) over long distances.
Nevertheless, a continuing shift away from rail  in favor of road and
air indicates a need to examine rail rates to see if energy economy is
being fairly reflected to possibly offset perceived greater convenience
and reliability in other modes.

Energy efficiency can be increased by revising existing regulations
governing the hauling of freight by trucks; preliminary analysis
indicates that the current regulations encourage empty or partially-loaded
hauls and circuitous routing.

Studies of the points of transfer of goods and people from one mode
of transport to another (modal   interface)  signal  great potential  for
energy savings in both long distances and Intracity transport.    Also,
proper trip planning (i.e., consolidation of trips, use of mass
transit), proper automobile maintenance, ridesharing and the selection
of energy efficient vehicles provide opportunities for reducing energy
consumption in the transportation sector.

A re-evaluation of Federal R&D for new engines  and new types of vehicles
appears to be warranted to determine if these programs best support the
strategy of primary reliance on market forces and fuel economy standards.
The present RAD programs should be carefully reviewed to see if a
larger share of them should not be left to the  industry to manage and
fund or whether new directions should be taken, recognizing that legislative
changes would be required.    One fruitful  area for increased Federal  R&D
is in diesel  engine emissions.    This highly focused kind of research,
if done quickly and well, could permit the shifting of propulsion
towards a more efficient engine much sooner than is now likely because
of uncertainty about environmental  effects and possible action, e.g.
EPA particulate standards.

B.     INDUSTRY  (3B% OF END  USE  CONSUMPTION)

The present program of tax credits on industrial  conservation investments
has produced very modest response.    Although it 1s perhaps too early
to draw any conclusions about the size and appropriateness of the tax
credit as a tool of public policy, we are aware of several  characteristics
of Industry which Indicate that the credit Is unlikely to stimulate
investment for conservation across-the-board:

H-8 reduction of long run uncertainty in areas where private R&D is
